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UNEMPLOYMENT RELIEF MEASURES IN GREAT 

BRITAIN 

THE beginning of this year (1921) has been marked in 
Great Britain by the recurrence of unemployment. 
War-time production, carried on under conditions in 
which all economic checks and balances were removed, de- 
moralized British manufacturers. They became careless of 
prime and labor costs and of operating expenses. The Excess 
Profits Duty completed the demoralization, causing them to 
invest unwisely instead of building up reserves. Inflated credit 
made their careless expenditure easier, and currency inflation 
prompted reckless purchasing on the part of consumers. Post- 
war capitalization of old established plants along with large 
issues of new capital made a greater total increase of profits 
necessary if the pre-war dividend was to be earned. 

The financial risks involved in this situation became appar- 
ent at the close of the summer of 1920, when the banks began 
to restrict credit. This compelled manufacturers to liquidate 
stocks, always at a reduction, since they had been manufactured 
at higher prices. The world-wide fall in commodity prices in- 
creased both their loss and the difficulties of the credit situa- 
tion. At the same time, the consumer manifested a psycho- 
logical reaction against high prices. It is his refusal to buy 
that is the root condition of the slump in Great Britain. These 
interlocking factors, a shrinking in consumers' demands, re- 
striction of bank credits, and the fall in commodity prices, led 
to a fairly general curtailment of production and to varying 
degrees of unemployment in most trades. 

A considerable proportion of this is due to short time, that 
is, work less than a normal working week. In the textile and 
shoe trades, little more than two days per week have been 
worked since October of last year. In most cases, this form 
of under-employment is preferred by the trade unions, since it 
lessens the burden and distress of unemployment to a certain 
extent by enabling every worker to earn some pay. The chief 
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objection to it is the considerable reduction it effects in the 
standard of comfort. Nevertheless, it has been adopted by the 
government arsenals and dockyards as well as by a number of 
private establishments. Sir Allen Smith, chairman of the En- 
gineering Employers' Federation, has recommended that in the 
modified form of short shifts it should be introduced in the 
metal trades, in order that more men may be employed, and 
his suggestion has been supported by the powerful Amalga- 
mated Engineering Union. Other trade unions endorse it, 
although some of the more modern leaders consider that ineffi- 
cient and older men taken , on during the war should be dis- 
missed before short time begins, whilst the more extreme, in- 
cluding some of the arsenal and dockyard workers, demand full 
wages during unemployment. 

Governmental proposals for relief of the situation are of 
three kinds. In the first place, schemes for new arterial roads 
are being undertaken. Fifty-one provincial authorities as well 
as the London borough councils have taken up this method 
and are proceeding with the repair and improvement of exist- 
ing roads as well as the construction of new ones. To the end 
of the year less than five thousand men were employed on 
these projects, which, it is feared, will not do a great deal to 
alleviate distress. Moreover, this kind of relief has a serious 
disadvantage. Many of the men unemployed are from trades 
requiring special skill that would be destroyed by heavy labor. 
Thus, weavers and spinners cannot be set to nawying without 
losing their fineness and dexterity of touch. 

The second measure is the allocation of £3,000,000 to be 
used in assisting local authorities to find relief work other than 
roadmaking and housing. Schemes for laying out parks, 
widening rivers and canals, construction of municipal depots, 
and drainage schemes not connected with roadmaking or hous- 
ing, are among those on which this grant may be employed. 
The selection of the schemes to be assisted and the amount of 
the assistance to be given are to be decided by a committee 
with Lord St. Davids as chairman, and Lord Byng of Vimy as 
one of its members. This committee will advance up to thirty 
per cent of the cost of the labor on approved schemes, on con- 
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dition that ex-service men be given preference over other ap- 
plicants for employment. 

The third measure is one of considerable social importance. 
It is an endeavor to place fifty thousand ex-service men in the 
one trade where there is, or should be, no unemployment, 
namely, the building trade. Deaths in the war and defections 
from the trade reduced the craftsmen available after the war by 
about one hundred thousand. Furthermore, as is well known, 
Great Britain had an enormous housing shortage at the end of 
the war, and set up an elaborate housing scheme to meet the 
deficiency. Little progress, however, has been made with it, 
and the country is still in urgent need of houses. A fair share 
of blame for the delay must lie on the shoulders of the build- 
ing operatives. Always subject in the past to frequent unem- 
ployment and to short time, the workers in this peculiarly fitful 
trade had been accustomed to relatively small and uncertain 
earnings, but since the war created an extraordinary demand 
for their labor they have been able to exploit the existing situ- 
ation for their own profit. Their hours have been reduced 
from an average of fifty-two and one-half hours a week, taking 
winter and summer together, to forty-four hours a week both 
winter and summer. Their wages have been trebled, whilst 
their output has declined. In consequence, new houses are 
few and comparatively costly. The nation is impatient at the 
delay and public opinion is demanding an increase in the num- 
ber of operatives. Wartime experience has led men to doubt 
the need of a long training before a good output can be ex- 
pected. The government accordingly has proposed " dilution ", 
as in the case of munition factories during the war. 

The government's proposals have been placed in concrete 
form before the operatives. In these proposals stress is laid 
on the housing scarcity, the deflection of labor force from the 
building trade during the war, and the obligation of the country 
to ex-service men. The government expresses its opinion that 
the industry should absorb at least fifty thousand such men as 
adult apprentices in the proportion of one new man to five 
skilled craftsmen. In return for an undertaking to admit and 
train these men, the government proposes to make a training 
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grant of £5 per head, £2 on admission and £3 on completion 
of training. In addition, the government accepts the principle 
advocated by the Foster report to the Building Trades Parlia- 
ment, that time lost owing to wet and inclement weather should 
be compensated at a guaranteed rate of pay. This rate is fixed 
by the government at fifty per cent of the wage lost for the 
first twenty-two hours and seventy-five per cent for that lost in 
excess of twenty-two hours. On this count, if the whole week 
were lost, a man would receive five-eighths of his usual pay. To 
meet the anxiety of the members of a trade like this that has 
suffered more than any other from frequent and grave periods 
of unemployment, the government assures them that no risk of 
unemployment is involved in its proposals. If, however, the 
trade unions do not share this view, it is permissible for them 
to take steps to organize benefits larger than those under the 
Unemployment Insurance Act. The training grants would 
make a substantial foundation for such a fund. The scheme 
has been stoutly resisted, though training schools have already 
been instituted in important centers. Whilst they are not re- 
ceiving a cordial welcome from trade unions, they are not being 
resisted, and public opinion may be expected to force some 
form of dilution upon the building trade. 

The chief of the government's measures designed to alleviate 
the unemployment crisis, however, is the Unemployment In- 
surance Act, 1920, which extends the provision of unemploy- 
ment insurance beyond the trades designated in the National 
Insurance Act of 191 1, to nearly all the trades, and increases 
both the contributions and the benefits. The trades formerly 
embraced under the act were mainly skilled trades and were 
specially designated. In the recent act, all forms of employ- 
ment come within the law, saving certain exceptions which are 
expressly named. The chief exceptions are agriculture, do- 
mestic service, employment as a teacher or an officer of a local 
authority or public utility, and commission agencies. Persons 
are exempt who receive for non-manual labor a salary of not 
less than ^250 a year, or who receive a pension of £26 or 
upwards a year. 

The contributions under the National Insurance Act amounted 
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to fivepence, contributed equally by employer and worker. 
Under the new act, contributions are greater in amount. A 
male employee pays fourpence, a female threepence per week, 
the employer contributing fourpence for each man and three- 
pence halfpenny for each woman. For youths under eigh- 
teen years, the rates of contribution are one-half of the above 
for employees, but the employer must add twopence for each 
boy and girl. The state's contribution is twopence for a man, 
one and two-thirds pence for a woman, one and one-third pence 
for a boy and one penny for a girl. The method of payment of 
contributions remains the same as under the National Insurance 
Act. 

In return for these contributions, unemployment benefit will 
be paid at the rate of fifteen shillings a week for men, twelve 
shillings a week for women, and half of these amounts for boys 
and girls respectively. No benefit will be paid for the first 
three days of unemployment, and benefit cannot be obtained 
for more than fifteen weeks in any insurance year nor for more 
than one week for every six contributions standing to the credit 
of the insured person. During the first twelve months of the 
operation of the scheme, persons may draw benefit up to eight 
weeks as soon as four contributions have been paid. Insured 
contributors who have paid a certain minimum number of con- 
tributions and satisfied certain conditions are entitled, on attain- 
ing the age of sixty, to have repaid to them their own contri- 
butions at two and one-half per cent compound interest, less 
any benefits they have received. 

An interesting feature carried over from the National Insur- 
ance Act by the Unemployment Act is the provision enabling 
trade unions or other societies described as " associations of 
employed persons " to pay out the state benefit. These socie- 
ties must have rules providing unemployment pay at a rate at 
least one-third that payable under the act. Further, they must 
have a system of ascertaining wages and conditions in every in- 
dustry covered by the act, so as to bring their members as 
speedily as possible into touch with employers' vacancies. Such 
societies may pay out the state benefit, receiving in return a 
grant from the state of one shilling a week for each unem- 
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ployed member as repayment of expenses incurred. In order 
to meet the conditions of this clause, many unions have set up 
schemes of unemployment benefit. The National Union of 
General Workers, whose membership comprises about two 
million unskilled workers, gives six shillings a week benefit in 
return for twopence a week contributed. The skilled trades 
give larger benefits, that of the National Union of Railwaymen 
being fifteen shillings a week. 

The clause above referred to was inserted because the unions 
insisted on their right to administer benefits and because they 
protested against granting this privilege to the great industrial 
insurance societies. Eventually, by the wording of the clause, 
these societies were excluded from such arrangements. The ex- 
ercise of the right will be of benefit to the unions in controlling 
the labor market and in preventing deterioration of the morale 
of their members. 

The act also provides that any industry may draw up a special 
scheme for itself which, when approved by the Minister of 
Labor, will have statutory force. It is expected that a Whitley 
Council or some association representing a substantial majority 
of the employers and workers in the industry will ordinarily 
make such a proposal. Such special schemes must fulfil cer- 
tain conditions : ( 1 ) They must cover all persons employed in 
the industry in the geographical area concerned. (2) The 
benefits they propose must not be less favorable than those 
provided under the general scheme. (3) The state's contribu- 
tion to a special scheme shall not exceed three-tenths of its 
contribution under the general scheme. (4) Such schemes 
will be administered by a joint body of employers and workers 
in the industry, not by the Ministry of Labor, as in the case of 
the government scheme. 

The provision for benefits under this act is obviously inade- 
quate. Benefits are not sufficient to pay the rent of one of the 
new houses built under the housing scheme, nor to furnish ade- 
quate food for one individual. The demands of the British 
Labor Party show how far the unemployment provision falls 
short of meeting the reasonable requirements of human beings. 
Their claim is for employment at full wages or, alternatively, 
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for maintenance at not less than forty shillings per week for 
each householder, nor than twenty-five shillings per week for 
each single man or woman, with allowances for dependents. 
Their recent formulation of an unemployment policy recalls 
their less explicit but more reasoned resolution adopted on 
December 15, 1920, which was very similar in terms. There 
was added to it, however, the following comment : " It may be 
pointed out that £2 a week maintenance could be provided for 
250,000 unemployed persons for ten weeks for the modest sum 
of £5 ,000,000, and that this outlay would be immediately trans- 
formed into a demand for commodities which would stimulate 
trade in a healthy and natural way." The stress laid on the 
economic justification for a minimum unemployment pay of 
£2 a week to householders indicates the judgment of the work- 
ers concerning the government grant, which is described as " an 
insult to starving men". Its effect in reducing consuming 
power must be very serious upon industry generally. 

With this verdict public opinion very largely agrees. There 
is also a considerable body of progressive employers who take 
the same attitude. On December 7, 1920, the Minister of 
Labor received a deputation from the National Alliance of Em- 
ployers and Employed. Speaking on behalf of the employers 
present, Mr. P. H. Lockhart, vice-president of the Federation 
of British Industries, advocated some guarantee to the workers 
that hard work on their part would not entail unemployment, 
and contended that they should be maintained in times of un- 
employment. He was of opinion that the benefits under the 
Unemployment Insurance Act should be increased. 

This attitude gives pertinency to a proposal from a group of 
employers for an alteration of the provisions of the Unemploy- 
ment Insurance Act, 1920, that would yield to each unemployed 
person a proportion of his or her weekly wage, adjusted to the 
number of dependents, and that would, further, fix the contri- 
bution of the worker and the State, leaving each industry as a 
whole to bear the residuary cost of its own unemployment. 
The scheme has been issued anonymously " in order that it may 
be discussed on its merits without the advantage or disadvan- 
tage of names ". The writer, who is acquainted with the em- 
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ployers concerned, can guarantee that they represent big, pro- 
gressive business enterprises and bear names of repute in the 
business world. In their discussions, they have been assisted 
by financiers, economists and statisticians and have consulted 
freely with all schools of labor. 

The opening paragraph of their scheme is one which bears 
quotation, as showing the economic motive behind the propo- 
sition : 

The suffering caused by unemployment has been generally recog- 
nized, but too little attention has been paid to its reactions on produc- 
tion. Industry moves in a vicious circle. Additional production is 
necessary if poverty is to be abolished and employment relieved. Yet 
uninformed labor instinctively resists every kind of productive improve- 
ment lest it should cause unemployment. Improvement in machinery, 
in the reorganization of labor with a view to using more effectively 
skilled grades by means of dilution and in other ways, the introduction 
of system of payment by results which have been proved to stimulate 
production, are all resisted more or less openly, and in every case fear 
of unemployment is largely responsible for the resistance. It is true 
that the fear may be largely unjustified and that ' ' ca' canny " may ac- 
centuate the very evil it is intended to prevent. But such facts are 
irrelevant. The rank and file of labor believe that improvements bring 
unemployment, and no one has ever succeeded in convincing them 
that they are wrong. Nor is it any use to argue and make agreements 
with the leaders of labor ; it is the instinctive action of the rank and 
file that counts. An immense potential increase in the productivity of 
industry awaits release, and only the complete removal of the menace 
of unemployment can release it. 

They proceed to characterize the present Unemployment 
Act as " a palliative, rather than a remedy ". Its benefits are 
insufficient for the human needs of labor, and hence cannot 
" banish the fear of unemployment or the industrial policy to 
which this fear gives rise among the workers ". The State is 
called upon to admit the claim of all adult wage earners, able 
and willing to work, to either employment or " adequate main- 
tenance", that is, unemployment benefits varying with the 
needs of the worker and his family. Their proposals would 
apply to all manual workers and to salaried workers receiving 
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not more than £400 a year, between the ages of sixteen and 
sixty, the other exemptions of the Unemployment Act being 
accepted. 

The rate of benefit proposed is fifty per cent of the average 
earnings of a single person, with ten per cent additional for a 
dependent wife, and five per cent for each of not more than 
three dependent children under sixteen years, with a maximum 
payment of .£5. As under the State scheme, benefits would 
be payable after three days' unemployment, and would be 
limited to one week for every six weekly contributions previ- 
ously made, but could extend for a period of twenty-six weeks 
in any single year. The limitation just mentioned of one 
week's benefit for six contributions is intended as a safeguard 
against such unsatisfactory workers as might practically be un- 
insurable. 

The employee's contribution to the fund is placed at one 
penny in every ten shillings of wages, that is, less than one per 
cent of weekly pay. The State is asked under this scheme to 
contribute £4,000,000 plus the cost of administration. The 
balance needed to enable the fund to pay the statutory benefits 
would be a levy upon employers and is calculated to equal two 
per cent of their wage bill. To enable the scheme to be put 
into immediate operation even during a period of abnormal 
trade depression, it is proposed that employers' contributions 
should be fixed for five or seven years, and then reassessed on 
the experience of that term. During the initial period the 
State should act as an insurance company, taking the profit or 
carrying the loss. 

In most other respects, especially in regard to short time and 
methods of administration, the proposal is supplementary to 
the Unemployment Insurance Act. It is of interest that the 
employers concerned state their opinion that the administration 
of employment exchanges can be made adequate for the pre- 
vention of malingering. 

The characterization of their scheme by the promoters is in- 
dicative of their social outlook. "Essentially", they write, 
" the proposal is one to compel industry to create a wages 
equalization fund, and to give employers an incentive to elim- 



No. 3] UNEMPLOYMENT RELIEF IN GREAT BRITAIN 429 

inate every removable cause of unemployment. It is suggested 
that not only would such a policy be worth almost any cost in 
the suffering it would alleviate, but that it would prove in prac- 
tice to be just as sound a policy as is a dividends equalization 
fund." 

The possibilities of this proposal have been exemplified in 
the case of the firm of Rowntree and Company, cocoa and 
chocolate manufacturers, York, England, who have set up from 
January 1, 192 1, a scheme based very largely on the above 
project, but drafted in the light of the firm's position, industrial 
and financial. They propose to set up an unemployment fund 
by putting aside an initial reserve of .£10,000, and adding to 
it yearly from 1921 onward sums equal to one per cent of 
their wages bill, until the fund reaches ^50,000 or five per cent 
of the wages bill, whichever is the greater. Thereafter they 
will set aside such sums, not exceeding one per cent of the 
wages bill, as will be necessary to keep the fund at this figure. 

Benefits will apply to all employees of the company dis- 
charged through shortage of work caused by depression in 
trade, provided they are between twenty years and pension age 
(sixty-five years), and have been employed continuously for at 
least six months before dismissal. The period of benefit has 
been fixed with a view to recognizing long service, and equals 
one week for each two months up to two and a half years of 
service, with one week for each complete year beyond that 
standard. 

The rate of benefit is to be the same as that in the scheme 
copied, with the addition to the percentages and the maximum 
named therein of a minimum payment of twenty-five shillings 
per week. This was added because of female workers, fifty 
per cent of whose average earnings would not in every case 
reach the figure of twenty-five shillings, which is regarded as a 
necessary minimum. In these percentage totals are counted 
the benefits paid by the State and trade unions. The State 
benefits are fifteen shillings a week for men and twelve shillings 
for women. Trade-union benefits range from one shilling a 
day upwards. The National Union of General Workers, which 
covers in its membership ninety-five per cent of the men and 
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over fifty per cent of the female employees of the company 
eligible for membership, pays six shillings a week. This sum is 
added to the state benefit, and the company undertakes to pay 
the balance between that total and the percentage of earnings 
to which an employee is entitled. Thus, if a single man, with- 
out dependents, becomes unemployed, having earned during 
the previous quarter an average wage of seventy-four shillings, 
he receives, unless otherwise disqualified, fifteen shillings from 
the state, six shillings from his union, and sixteen shillings from 
the firm, making his total benefit fifty per cent of his average 
earnings. If a piece-worker with an average wage of ninety-six 
shillings a week becomes unemployed through depression of 
trade, and is a married man with three dependent children, he 
normally receives state and union benefits as above, plus fifty- 
one shillings from Rowntree and Company, totaling seventy- 
two shillings or seventy-five per cent of his average wage. The 
same provisions are to be applied to short time, but do not 
operate till piece-workers have lost fifteen per cent of time and 
time-workers ten per cent. 

This scheme is obviously supplementary to the government 
insurance scheme. A person is disqualified under it as under 
the government scheme unless he effects and keeps effective a 
suitable registration at the local employment exchange, and, in 
general, if his claim for unemployment allowance is not ac- 
cepted by the local unemployment officers. It is more gen- 
erous in that it waives the three days' waiting period required 
by the state, and in the fact that long-service employees receive 
benefits longer than fifteen weeks. Where, also, a person 
eligible for benefit for a stipulated number of weeks obtains 
temporary employment for a period, the benefit will be con- 
tinued immediately on the cessation of the temporary work, 
the duration of which will, however, be taken into account. 

Another point in the scheme is of considerable social impor- 
tance, namely, the obligation imposed upon most of the bene- 
ficiaries to contribute to trade-union funds. The National 
Union of General Workers requires a payment of twopence a 
week from each member in return for the benefit it. proposes 
of six shillings a week. Messrs. Rowntree and Company, upon 
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representations from the officials of this union, made a contri- 
bution of not less than twopence a week to a trade union or 
other society for the purpose of assuring unemployment pay- 
ment a necessary qualification for securing benefit under their 
scheme. The reasons given for this decision were, " first and 
chiefly, a desire to protect the position of the unions, and sec- 
ondly, a feeling that help should be confined to those who are 
prepared to help themselves ". 

Attention should also be called to the fact that nothing in 
the scheme compels an unemployed man to accept work where 
a trade dispute has broken out, or at a rate of wages lower than 
than those generally obtaining in the locality. Where unem- 
ployment is directly due to a trade dispute, whether at the 
company's works or outside, benefit ceases until the dispute is 
settled. 

The firm reserves the right to discontinue this scheme should 
the state or industry set up, an adequate alternative, and may, 
on giving three month's notice, reduce or discontinue its con- 
tributions to, or discontinue, the fund. It has the right to make 
and amend regulations, and to vary the conditions and amount 
of benefit, with the consent of the Central Works' Council of 
its employees, who were consulted in the formulation of the 
present scheme, five of their worker delegates cooperating. 
The fund is to be administered by a committee of nine ap- 
pointed by this same Council. 

This project, like that which is suggested for national adop- 
tion, aims to take the burden of unemployment off the workers' 
shoulders and place it on the industry. Behind it is the view 
that capital, having taken the profits, cannot absolve itself from 
the risks of industry. The economic justification of profit-taking 
is that capital bears the risks of industry all the time ; from these 
risks the worker is alleged to have contracted out through the 
acceptance of a wage. In fact and practice, the capitalistic 
system refuses one of the risks, that of a period of bad trade, 
preferring under these circumstances to abrogate the workers' 
wage contract. Such action is socially unjustifiable and can, by 
the operation of a more equitable form of industrial relations, 
be proved economically unwise. If the regularization of indus- 
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try leads, as may be anticipated, to greater production and wider 
human happiness, insurance against unemployment will come to 
be considered as rational and desirable as life and fire insurance.* 

* The long-continued unemployment crisis in Great Britain has led to alterations 
and emendations of the measures above described. The building proposals of the 
government have been radically amended, so that opposition to the dilution of 
building labor has triumphed for the moment. 

Substantial changes have been made in the benefits and contributions payable 
under the Unemployment Insurance Act of 1920. When unemployment became 
general in March, 1921, the government increased the benefits payable under the 
Act from fifteen shillings to twenty shillings per week for men and from twelve shil- 
lings to sixteen shillings for women. This increase was to be met out of the accum- 
ulated reserves of contributions paid since the inauguration of unemployment in- 
surance. In a few months these reserves were seriously depleted, and the Govern- 
ment, under actuarial advice, reduced the benefits to those prevailing before March, 
1 92 1, doubled the contributions payable by employers, and fixed those payable by 
employees at only one penny less than double the previous rate of contribution . At 
the same time the " waiting " period was increased from three days to six, but pro- 
vision was made for the period of benefit to be extended in case of necessity by 
another six weeks. 

Clarence H. Northcott. 

York, England. 



